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CHAPTER 1 

INTRODUCTION 

The District of Columbia Government comprises 60 de- 
partrnents and agencies. These departments and agencies em- 
ployed about 38,000 persons at December 31, 1971, and spent 
about $483 million for salaries and wages during calendar 
year 1971. Employee compensation and benefits account for 
about 61 percent of the District's estimated total rat- 
ing expenses for fiscal year 1972. 

District Government departments and agencies prepare, 
in an average month, more than 150,000 documents which are 
used to determine the amounts of pay and leave for District 
employees. If employees are to be paid promptly and in 
correct amounts, each of these documents must be prepared 
accurately and processed promptly. , 

We reviewed the District's procedures for accumulating 
and processing employees' time, pay, and leave data during 
the period January 1970 through October 1971. The objec- 
tive of our review was to determine whether weaknesses in 
the District's payroll operations reported previously by us 
and by the District's internal auditors had been corrected. 

ORGANIZATIONAL RESPONSIBILITIES 

Each District department and agency is responsible for 
preparing, controlling, and maintaining time and attendance 
records-=-the basic records used to record periods of em- 
ployees" duty and leave time. Supervisory time and attend- 
ance personnel within departments and agencies are respon- 
sible for the accuracy and completeness of these records. 
Generally, at the close of each biweekly pay period, the 
departments and agencies submit a certified time and at- 
tendance report (Form D.C. 2511, or other record of attend- 
ance, for each employee to the Pay and Retirement Division, 
Department of Finance and Revenue, for central payroll 
processing. 

On the basis of these records and related payroll 
data, the Pay and Retirement Division prepares and certifies 



the District's payrolls and related accounting reports. In 
addltlon, the Pay and Retrrement Division prepares and main- 
tains (1) administrative instructions relating to the Dis- 
trlct's payroll system, (2) accounting records and controls 
relatang to time and leave data, and (3) information relat- 
ing to the various retirement systems used for Dzstrlct em- 
ployees. 

The Office of Municipal Audits (formerly the Internal 
Audit Office), Department of Finance and Revenue, 1s re- 
sponsrble, among other things, for examining the accounts 
and financial practices of the District Government, includ- 
lng the audit of pay and leave records, and for making ap- 
propriate recommendations to improve Drstrlct operations. 
All significant audit findings are reported to the Connnis- 
sioner of the District of Columbia; the Director, Department 
of Finance and Revenue; and the heads of the audited Drs- 
trict departments and agencies. Lesser findings are re- 
ported informally to the heads of the audited departments 
and agencies. 

PRIOR AUDITS AND REVIEWS 

The Office of Municipal Audits had reported numerous 
errors in the preparation of the District payrolls. For ex- 
ample, rn a summary report for fiscal year 1967, the Inter- 
nal auditors stated that tune, leave, and pay actlvltres 
were some of the major administrative problem areas in the 
District Government and that, in 33 audits in which pay and 
leave matters had been Included, 27 had disclosed deflcienc 
ties. These deflclencles included salary overpayments and 
underpayments, errors in leave records and tune and attend- 
ance records, apparent excessive use of sick leave, and var- 
ious weaknesses in internal controls. These deflclencies, 
in the opinion of the auditors, were due primarily to a lack 
of familiarity of personnel with applicable laws and regula- 
tions, inadequate supervlslon of personnel assigned to leave 
and pay operations, and inadequate administrative reviews. 

In fiscal year 1970 the internal auditors reported that 
they had found deficiencres during 10 of 12 audits of tune, 
pay, and leave operations. In fiscal year 1971 the auditors 
found deflclencles during 10 of 11 audits of pay and leave 
operations, 
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District departments and agencies have taken action, rn 
many instances, 
ternal auditors. 

to correct deficiencies reported by the in- 
As beneficial as these actions may have 

been in correcting pay and leave deflclencies In indrvrdual 
departments and agencies, they have not provided a fully ef- 
fective solution to the continuing problem of pay and leave 
errors. We believe that one way in which internal audits of 
pay and leave operations could be more effective would be to 
have some audits of these operations made on a District-wide 
or multlagency basis (see p. 26) and thus obtain a basis for 
more systematx and coordinated action by District officials 
in correcting the causes of pay and leave deficiencies on a 
District-wide basis. 

We previously reviewed the administration of pay and 
leave operations at selected District departments and agen- 
ties. During these reviews we found numerous deficiencies 
sunilar to those reported by the Office of Municipal Audits. 
Our prior reports on District pay and leave matters in- 
cluded. 

Report to the Congress on "Inadequate Supervision of 
Payroll Activities, District of Columbia Government" 
(B-118638, July 22, 1965). 

Report to the Commrssioner of the District of Columbia 
on the "Continued Need for Improvement in the Mannte- 
nance of Employees f Attendance and Leave Records In the 
District of Columbia" (F&118638, Jan. 3, 1969). 

In our 1965 report we concluded that most of the pay 
and leave errors had been caused by insufficient administra- 
tive review of pay and leave matters, insufficient supervl- 
sion over personnel assigned to work on pay and leave mat- 
ters, a lack of famllrarlty mth all the requirements of ap- 
plicable laws and regulations, and the failure of personnel 
to satisfactorily perform assigned tasks. In our 1969 re- 
port we reported a continuation of the previously reported 
weaknesses. 

Recommendations for corrective action were not included 
in either of these reports, because the District Government 
informed us that it was taking corrective measures to im- 
prove its pay and leave systems and its training and 
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supervxslon of personnel asslgned to pay and leave opera- 
tions. 

On March 19, 1965, the Presxdent of the Dlstrlct of 
Columbia Doard of Commlssloners, in commentrng on a draft of 
our 1965 report, stated that the Dlstrxt had taken a number 
of measures --xncludlng lnstltutlng District-wide classroom 
training for tlmekeepers and placing more emphasis on the 
admlnlstratxve review of pay and leave matters and on the 
supervlslon of personnel assigned to such work--to improve 
its pay and leave operations, 

On May 23, 1968, the District's Acting Dlrector of 
General Admlnlstratlon--after being furnished with a draft 
of our 1969 report-- issued a memorandum to the heads of DLS- 
tract departments and agencies emphasizing the need for 
strengthenxeg time, pay, and leave admlnlstratlon, lncludlng 
increased training and supervision of trmekeeping personnel 
and reproved Internal controls to insure more accurate rec- 
ords. 



CHAPTER2 

PERSISTENCE OF WIDESPREAD PAY AND LEAVE ERRORS 

ERRORS FOUND IN SAMPLE OF EMPLOYEES' RECORDS 

To test the effectiveness of the District's procedures 
for accumulating and processing time, pay, and leave data, 
we made a detailed review of the pay and leave records of 
100 selected District employees for calendar year 1970 and 
for the leave year ended January 9, 1971, respectively. 
These employees were selected by a statistical-sampling 
technique so that our sample would be representative. 

We rdentifled 114 pay and leave errors affecting 39 em- 
ployees. These errors included overpayments and underpay- 
ments of salaries and overstatements and understatements of 
leave balances and generally were similar to those noted in 
our prior reviews and in the District's internal audits of 
pay and leave activities. The dollar value of the errors 
noted is summarized below. 

Errors found in review of 
100 employees' records 

t 
Salary Salary 

overpay- under- 
ments and payments 

leave and leave 
over- under- 

Number statements statements 
Errors resulting in 

incorrect payments 
to employees 80 $1,261 $ 602 

Errors resulting in 
incorrect annual 
and sick leave 
balances 

Total 

$1,863 

Total 

34 - 585 

g!.& $1,846 

734 1,319 

$1,336 $3,182 -_ 
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We estimate that the dollar value of undetected errors 
in all District employees' records would total at least 
$800,000 during the calendar and leave years covered by our 
renew. Because these estimated amounts are totals of indi- 
vidual amounts (salary overpayments and underpayments and 
leave overstatements and understatements) that largely off- 
set each other, the value of the errors probably would not 
significantly affect the overall financial condition of the 
District Government, The significance of the $800,000 esti- 
mate is that it provides some idea of the extent of inaccu- 
racies rn the pay and leave records of District employees. 

Of even greater significance, in our opinion, is the 
estimated number of employees whose records contain errors, 
We are 95-percent confident that undetected errors in the 
District's pay and leave records affected between 30 and 
49 percent of the District's employees In the calendar and 
leave years covered by our review. In our opinion, this 
high incidence of error indicates a continuing need for im- 
proved controls over the accurrmlation and processing of 
time, pay, and leave data to insure that employees are paid 
correctly and that their leave balances are computed accu- 
rately. 

The causes of the pay and leave errors noted in our re- 
view are discussed in chapters 3, 4, and 5, 

PAYCHECKS ISSUED IN ERROR 

District records showed that 2,181 paychecks totaling 
about $710,000, which had been issued by the District Gov- 
ernment during calendar year 1970, had been returned to the 
Department of Finance and Revenue by the payees or their 
designated agents. We noted that 1,018 of these paychecks 
totaling about $280,000 had been issued to employees of the 
District's public schools. The schools have classified 
these 1,018 checks by the reasons they were returned, as 
shown below. 



Payments to employees who had 
previously termrnated their 
employment 

Payments to employees who were 
on leave without pay 

Payments to employees who were 
deceased 

Duplicate payments to employees 
for the same period 

Payments In excess of amounts 
due employees 

Payments to prospective employees 
who had not reported for work 

Payments made to wrong payees 
Reason unknown 

Total 

Number AmOUnt_ 

358 $ 91,235 

329 78,946 

72 29,215 

32 10,129 

31 

22 6,451 
15 2,865 

159 54,383 

7,484 

$280,708 ___- 

Because it was unpracticable to review the records sup- 
porting all of these paychecks, we examined the 1970 pay 
records of 59 public school employees who had paychecks is- 
sued to them in error for the pay period ended October 31. 
We found that these employees, m addition to having re- 
turned 117 erroneously issued checks to the Department of 
Finance and Revenue, had cashed 42 erroneously issued checks 
totaling $13,498. This matter 1s discussed further m chap- 
ter 4. 

District records show that, In calendar year 1971, 
about 2,400 erroneously issued paychecks totaling about 
$800,000 were returned to the District Government for can- 
cellatlon. 

The extent to which erroneously issued paychecks may 
have been cashed by payees cannot be determined without a 
detalled audit of the Dlstrlct's pay records. These cashed 
checks conceivably could amount to anywhere from the several 
thousand dollars Identified in our limited review of the pay 
records of selected public school employees to hundreds of 
thousands of dollars on a Dlstrlct-wide basis. 



CMTER 3 

NEED FOR IMPROVED CONTROLS OVER 

THE ACCUMULATION OF PAY AND LEAVE DATA 

BY DISTRICT DEPARTMENTS AND AGENCIES 

To insure the accuracy of time, pay, and leave data 
forwarded to the Pay and Retirement Dlvislon for central 
processing, effective controls are needed over the accumula- 
tion and recording of this data by timekeepers. In our open- 
ion, controls over the District's timekeeping operations 
were not fully effective in insuring the correctness of sal- 
ary payments and the accuracy of leave records. 

We believe that many of the pay and leave errors noted 
In our review would not have occurred if timekeepers had 
been adequately trained to apply payroll regulations and had 
followed prescribed procedures for verifying the clerical 
accuracy of their leave computations. Moreover, we believe 
that many clerical inaccuracies in posting pay, time, and 
leave data from source documents to time and attendance 
records would have been detected and corrected If supervi- 
sors had reviewed the accuracy of the timekeepers' work. 

INADEQUATE TRAINING AND 
SUPERVISION OF TIMEKEEPERS 

Time and attendance records, which are prepared by an 
estimated 4,600 timekeepers, are the basic documents used 
in determining employees ' biweekly earnings and annual and 
sick leave balances. Our examination of the practices of 
54 of the District's timekeepers and their supervisors in 
recording and reviewing employees' time and attendance data 
showed that, in many instances, the practices followed did 
not insure accuracy of the records or compliance with payroll 
regulations. 

As stated previously, we found 114 errors in our review 
of the pay and leave records for 100 employees. These rec- 
ords, which were selected at random, had been prepared by 
various timekeepers. Many of the errors were clerical in 
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nature, such as errors In computations, in carrying totals 
forward, and in posting from source documents. 

The Pay and Retirement Dxvrsxon, In Its Trme and At- 
tendance Handbook Issued In June 1965, recognized the need 
to insure the accuracy of leave computations Although this 
handbook recommends verlfylng leave computations and provides 
a method for verifying them, we found that many tlmekeepers 
had not verified the leave computations We belreve that, 
if all leave computatrons had been verlfred, many of the 
errors might have been discovered and corrected by the time- 
keepers 

Many of the errors noted were wholly or partially at- 
tributable to the fact that timekeepers did not clearly 
understand or correctly apply applicable payroll regulations, 
For example, one timekeeper consistently accrued the wrong 
amount of leave for an employee, which resulted in an under- 
statement of 10 hours of leave valued at $16 over an 8-week 
period. A District Government official told us that a sub- 
sequent review showed that this timekeeper had made similar 
errors In the leave for about 74 other employees, which had 
resulted in an estimated total understatement of 530 hours 
of leave valued at more than $800. 

Experience has shown a high degree of correlation be- 
tween the extent of tralnlng received by timekeepers and the 
number of payroll errors. 
keepers in several ways, 

Training can be provided to tlme- 
including classroom training and 

written instructions, 

In previous years the Pay and Retirement Division had 
conducted a District-wide classroom training program for 
timekeepers, A District official told us, however, that 
this training had not been provided by the Pay and Retire- 
ment Division after 1966 (although some classroom training 
had been provided by individual District departments and 
agencies). Many of the timekeepers we lntervlewed said that 
they had not had any formal instruction in their duties 

Timekeeping lnstructlons are contained primarily in the 
Time and Attendance Handbook, According to a District of- 
ficial, this handbook was the primary written instructron 
to timekeepers on the procedures to be used in reeordlng 
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time and attendance data Many of the timekeepers we lnter- 
vlewed, however, did not have the handbook. 

In additlon,supervlsory reviews were insufficient to 
insure the accuracy of the data posted to time and attend- 
ance !records. The timekeepers we Interviewed sard that 
many time and attendance records were forwarded to the Pay 
and Retirement Dlvrsion without verification by supervisors 
of the accuracy of the postings from source documents. In 
our opinion, effective supervisory reviews would have dis- 
closed many of the posting errors and would have revealed 
that tlmekeepers were not accurately recording leave data. 

NEED FOR SEPARATION OF TIMEKEEPING 
AND PAYCHECK DISTRIBTJTION FUNCTIONS 

One of the essential elements of an effective system 
of internal control is an appropriate separation of duties 
in carryingoutthe various functions pertaining to pay and 
leave. Title 6 of the District of Columbia Accounting Man- 
ual provides that, to the extent feasible, employees des- 
ignated to distribute salary checks should not participate 
in preparing or approving time and leave records or other 
personnel documents. However, we found that 42 of the 54 
tlmekeepers we interviewed were responsible also for dis- 
tributing paychecks. Although we found no instances in 
which timekeepers had made unauthorized use of paychecks, we 
believe that the District's timekeeping and check distribu- 
tion functions should be separated to the maximum extent 
practicable, to provide better internal control 
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CHAPTER4 

NEED FOR IMPROVEMENTS IN THE PAY AND LEAVE OPERATIONS 

OF THE PUBLIC SCHOOLS 

The District's public school system, with about 10,280 
employees at December 31, 1971, is the largest single com- 
ponent of the Dlstrlct Government. Salary payments to the 
schools' employees-- estimated at about $113 million for fls- 
cal year 1972--account for about 27 percent of the total 
District payroll. 

Many paychecks were Issued In error to former school 
employees, employees on leave wlthout pay, deceased employ- 
ees, and others not entltled to the payments (See p 11 > 
This situation resulted largely from the fact that most of 
the schools' timekeepers were stationed at a central loca- 
tlon rather than at the schools Another factor that con- 
tributed significantly to the erroneous issuance of pay- 
checks was the schools' untimely forwarding of employment 
termination documents to the District's central payroll of- 
fice 

We reported our findings to the schools' Associate 
Superintendent for Budget and Executive Management in a let- 
ter dated November 22, 1971. Findings relative to these 
matters are discussed below. 

Price Waterhouse & Co. made a study of the schools' 
management support systems between October 1971 and January 
1972. Its study report, dated January 31, 1972, made sev- 
eral recommendations for improvement of the schools' organi- 
zation, budget formulation; management information, finan- 
cial, personnel, payroll, and position control; procurement 
and inventory management; and automated data processing. 
Four of these recommendations, which directly relate to prob- 
lem areas identified during our review, are discussed on 
pages 17, 19, 21, and 27. 

TIMEKEEPERS DID NOT KNOW 
WHETHER EMPLOYEES HAD WORKED 

In District departments and agencies other than the 
public schools, most of the timekeepers we observed obtained 
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, posltlve lnformatlon concerrnng employee attendance through 
personal observation or reviews of trme and attendance rec- 
ords signed by employees or prepared by the employees' super- 
visors. Tlmekeepers for the public schools, however, did 
not know whether employees worked because the tlmekeepers 
were stationed at a central payroll offace and did not have 
reliable lnformatlon regarding employee attendance. 

Attendance lnformatlon was reported to timekeepers by 
means of absence lists which were prepared at the schools 
and which ldentlfled only those employees who were absent 
during each pay perrod. Thus, under the procedures In ef- 
fect, the tlmekeepers necessarily assumed that employees not 
reported as absent were at their offlclal duty stations. 
This procedure for reporting attendance contributed to the 
issuance of paychecks to many terminated employees or em- 
ployees who were on extended leave without pay. 

For example, when an employee resigned, local school 
offlclals might not report hrm as absent In the belief that 
he had been removed from the active payroll. The timekeeper 
therefore would continue to certify that the employee was 
working, and the Pay and Retirement Dlvlsron would prepare 
a paycheck for the employee each pay period. 

Our review of the calendar year 1970 pay records of 
59 public school employees who were issued checks In error 
for the pay period ended October 31 showed that 159 pay- 
checks totaling $45,219 had been issued in error to these 
59 employees during the year. Of these 159 checks, 117 were 
returned to the Department of Finance and Revenue and can- 
celed and 42 were cashed by the payees. Of the 42 cashed 
checks, 19 had not been dnscovered by District Government 
personnel at the time of our review. The public schools 
have lnltlated action to recover the $13,498 of unearned 
payments from the payees of the 42 cashed checks. 

The dlsposltlon of the 159 erroneously issued checks 
IS summarized below. 
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Number Amount 

Checks returned and canceled 
Checks cashed by payees: 

Discovered by the Drstrrct 
Government 

Not discovered by the 
Drstrrct Government 

117 $31,721 

23 5,588 

19 7,910 

Total 159 - $45,219 

Of the 159 erroneously issued checks, 69 were issued 
primarily because of errors made in recording and processing 
time and attendance data and 90, totaling $23,150, or 51 per- 
cent of the amount of the erroneously issued checks, were 
issued because timekeepers had erroneously certified school 
employees as having worked. 

For example, one school employee terminated his employ- 
ment on August 31 but the timekeeper continued to certify 
that he was workrng until November 27. During thus 3-month 
period, SIX paychecks totalrng $1,625 were issued to the 
former employee. Four of these checks totaling $1,083 were 
cashed by the payee, and two were returned to the Department 
of Finance and Revenue and canceled. 

To relieve the central payroll office of the task of 
posting data from source documents to time and attendance 
records and to achieve greater efficiency rn the maintenance 
of leave records, the Price Waterhouse study report recom- 
mended that the time- and leave-recording functrons be de- 
centralized. 

We agree that the schools' time- and leave-recording 
functions should be decentralized. We believe that, to 
mlnLmize or eliminate the issuance of paychecks to terminated 
employees and other ineligible payees, the decentralization 
should extend to the rndlvldual-school level where time- 
keepers can have dally contact with employees and know flrst- 
hand whether they are present. Effective supervision of 
these timekeepers should be provided to insure that time and 
attendance data is accurately reported. 

, 
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On July 20, 1972, a public school management consultant 
informed us that the school system planned to decentralize 
its time- and leave-recording functions to individual schools 
by early 1973. 

DELAYS IN PROCESSING 
EMPLOYMENT TERMINATION DOCUMENTS 

For public school employees to be paid promptly, docu- 
ments which affect employees f benefits must be processed 
promptly. Long delays often occurred in the processing of 
documents terminating the employment of employees. 

To prevent the issuance of paychecks to terminated 
employees, either employment termination documents must be 
received promptly by the District's central payroll office 
so that the names of terminated employees can be removed 
promptly from the active payroll or terminated employees 
must be reported as absent until termination documents for 
them have been processed. 

Our review of the pay records of the 59 selected public 
school employees showed that 61 paychecks totaling $14,345 
had been erroneously issued, because termination documents 
had not been forwarded promptly to the Dlstrlct's central 
payroll office. The payees cashed 12 of the checks totaling 
$1,967. The remaining 49 checks were returned by the payees 
or their agents and later canceled. 

For example, one employee resigned on August 31; how- 
ever, the schools' personnel office did not forward the 
necessary documentation until December 1. During that 5. 
month period the former employee received and cashed two 
paychecks totaling about $270 and received two additional 
checks which he returned. 

An official of the public schools told us that a log 
would be kept to help identify the locations where delays 
in the processing of employment termination documents were 
occurring so that corrective actlon could be taken to reduce 
the delays. 

We believe that the proposed procedure, if effectively 
carried out9 should help bring about more timely processing 
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of employment termination documents. In our opinion, how- 
ever, a more effective way to minimize delays in this area 
would be to centralize the preparation of personnel actlon 
documents. Under existing procedures, personnel action 
documents are prepared in seven different operating depart- 
ments of the school system. 

Price Waterhouse, in its January 1972 study report, 
recommended that the schools1 personnel and position control 
functions, including the preparation of personnel action 
documents, be centralized. The report criticized the lack 
of control over personnel actions under the existing de- 
centralized system and noted that, as a result, some of the 
schools' operating departments did not know how many posi- 
tions they were authorized, whereas it appeared that other 
departments knowingly retained more staff than authorized. 

On July 20, 1972, a public school management consultant 
informed us that the school system planned to have its per- 
sonnel and position control functions centralized by Novem- 
ber 15, 1972. 

In addition to the many erroneously issued public school 
paychecks that were returned for cancellation, many other 
erroneously issued paychecks--in addition to the ones noted 
in our limited review--may have been cashed by payees. 

The amount of erroneously issued paychecks that may 
have been cashed by payees is not known but conceivably 
could total hundreds of thousands of dollars on a District- 
wide basis. (See p* 11.1 

A task force report on January 22, 1972, to the Com- 
missioner of the District of Columbia attributed about 40 
percent of a projected $3 million deficit in school funds 
for fiscal year 1972 to expenditures for personnel salaries 
in excess of budgeted amounts. The report indicated that a 
major reason for this overspending was that the schools em- 
ployed about 250 more persons than authorized. Although the 
report did not discuss the subject of cashed erroneously is- 
sued paychecks, these checks, of course, would have contrib- 
uted to the overspendrng for personnel salaries. 
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CHAPTER5 

NEIED FOR IMPROVED CONTROLS OVER THE PROCESSING OF 

PAY AND LEAVE DATA BY THE CENTRAL PAYROLL OFFICE 

Although the pay and leave errors noted In our review 
were baslcally caused by Inaccurate recordkeeplng and un- 
timely processing of documents by Dlstrrct departments and 
agencies, we believe that many of the errors could have been 
detected if better controls had been In force in the Dls- 
trlct's central payroll office (the Pay and Retirement Dl- 
vision). For example. 

1. 

2. 

3. 

Many errors In the computation of employees' leave 
balances could have been drscovered had leave compu- 
tatlons been verified by the use of an automated 
leave-accounting system. 

Several processing errors whch resulted in the 
erroneous issuance of paychecks could have been 
avolded had the use of predetermined control totals 
been expanded to include all time and attendance 
data. 

Several erroneously issued paychecks would not have 
been issued rf terminated employees* pay files had 
been placed promptly In an lnactlve status. 

NEED FOR AN AUTOMATED LEAVE-ACCOUNTING SYSTEM 

One of the basic obJectives of an effective payroll 
system is to provide adequate control over the amounts of 
annual and sick leave earned and used and the balances re- 
malnlng for each employee. Our review of the time and at- 
tendence records for 100 selected employees disclosed a 
total of 34 errors m the leave records for 26 employees, 
On the basis of this sample, we estimate that leave errors 
affected from 17 to 35 percent of all District employees 
during the leave year ended January 9, 1971. 

Our analysis indicated that 19 of the 34 errors might 
have been dlscovered and corrected from lnformatlon avall- 
able In the Department of Finance and Revenue had an 



effectrve automated leave-accounting system been used to 
verify leave calculations. These 19 errors were of four 
types p as shown below. 

Type of error 

Number of errors 
found 1.n review 
of 100 employ- 

ees' records 

Leave balances not reduced when leave 
without pay reached 80 hours 2 

Incorrect accrual of leave entitlement 8 
Incorrect addrtlon of leave amounts 4 
Totals incorrectly carried forward 5 

Total 

Srmllar errors --noted In our review of selected aspects 
of the Dlstrlct's time, pay, and leave admlnlstratlon during 
fiscal years 1966 and 1967--were reported In our January 
1969 report to the Commrssloner of the District of Columbia. 
(See p. 7.) In response to our draft report on that review, 
the Dlstrlct's Actrng Director of General Administration 
informed us that a payroll study team had developed and 
recommended modlflcatlons to the Dlstrlct's payroll system 
which would provide a basis for the automation of leave ac- 
counting. 

The Supervisor, Pay and Retirement Dlvlslon, informed 
us that the recommended modlflcatlons had not been made be- 
cause resources to implement them were not available. He 
stated, however, that the automation of leave accounting 
was still considered necessary and would be undertaken 
when necessary resources become available 

In Its January 1972 report on the public schools' man- 
agement support systems, Price Waterhouse recommended that 
the schools establish an automated leave-accounting system 
as part of its proposed comprehensive automated personnel, 
payroll, and posltlon control system. The report recog- 
nized, however, that It would be preferable to have a 
District-wide automated leave-accounting system and pointed 
out that the recormnendatlon for an automated leave- 
accounting system for the schools should be reevaluated If 
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the District decided to automate its leave accounting on a 
District-wide basis 

On July 20, 1972, a public school management consultant 
informed us that the school system planned to implement the 
Price Waterhouse recommendation for an automated leave- 
accounting system but had not yet establlshed a time schedule 
for such implementation. 

We agree that, in the absence of a District-wide system, 
an automated leave-accounting system for the schools would be 
beneficial in effecting better control over the schools' 
leave operations. In view of the much greater benefits to 
be achieved from a District-wide system, however, we believe 
that the District should automate all of its leave account- 
ing to serve the needs of the District Government as a whole. 

The implementation of our recommendation for increased 
emphasis on the training and supervision of timekeepers 
(see p. 29) should help prevent many leave errors. An 
automated leave-accounting system would provide a further 
means for verifying the accuracy of leave records and for 
detecting and identifying the causes of leave errors. 

PREDETERMINED CONTROL TOTALS NOT USED 
ON ALL TIME AND ATTENDANCE DATA 

Accuracy and completeness of data introduced into an 
automated payroll system are essential if employees are to 
be paid correctly We believe that, in processing payrolls, 
predetermined control totals of at least hours and rates of 
pay should be used as a means of checking the accuracy of 
the data being processed. Predetermined control totals are 
arithmetic totals that can help to insure that all data in- 
troduced into an automated-processing operation has been 
actually processed and that processing has been correctly 
performed 

When predetermined control totals are used, arithmetic 
totals are taken before data is introduced into the computer 
system for processing Corresponding totals are accumulated 
independently during the data processing operation. These 
independently accumulated totals are then compared with, 
and must be equal to, the predetermined control totals. 
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Unequal totals indicate that not all data was processed or 
that the data was processed Incorrectly. Appropriate action 
can then be taken to identify and correct errors before er- 
roneous paychecks are issued, 

Our review of the pay records for 100 randomly selected 
District employees dxxlosed that four checks totaling about 
$1,000 had been erroneously Issued, because the Pay and Re- 
txrement Division had not used predetermined control totals 
to verify that time and attendance data was processed cor- 
rectly. In addltlon, our examrnation of the records of 59 
public school employees showed that predetermined control 
totals could have prevented the erroneous issuance of SIX 
checks totaling about $1,450. 

Although the Pay and Retirement Dxvlsron used pre- 
determined control totals III its payroll-processmg opera- 
tions, these totals were only partially effective because 
all lnformatlon was not brought under this type of control. 
Under the system followed by the Dlvrsion, clerks were re- 
sponsible for verifying that a time and attendance report 
was received for each employee with an actrve pay file. 
These reports were then separated on the basis of whether 
an employee should or should not receive a normal paycheck, 
Only those reports for employees who should not receive 
normal paychecks were included m the predetermined control 
total. Thus, If a clerk faxled to note that a report was 
missing or that a report was not normal, the system auto- 
matically prepared a normal paycheck for the employee, re- 
gardless of the amount of time he actually worked. 

In May 1971 the District modified its payroll system to 
require that all time and attendance data be included in 
predetermined control totals and verified to independent 
totals accumulated durmg data processing operations. We 
believe that this action should help to improve controls 
over the processing of payroll data by the Pay and RetIre- 
ment Division. 

DELAYS IN PLACING TERMINATED EMPLOYEES' PAY FILES 
IN AN INACTIVE STATUS 

If a payroll system is to be fully effective, the names 
of termmated employees must be promptly removed from the 
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active rolls to prevent erroneous payments after termination 
This requxrement increases in importance when an employee IS 
paid automatically for his normal tour of duty unless a spe- 
coal instruction is gxven to the computer to stop the is- 
suance of a paycheck. In this situation an employee will be 
erroneous'ly paid when his time and attendance report (1) in- 
correctly states that he worked when, uz fact, he prevrously 
was termlnated or (2) correctly states that he did not work 
but action was not taken to znstruct the computer not to 
issue a paycheck. 

We found that many paychecks were issued In error be- 
cause the pay files of prevxously terminated employees had 
not been placed in an inactive status. For example, one 
public school employee was appointed for a period to end 
not later than June 30, 1970. Although his employment was 
termrnated on June 30, his payroll file was not coded In- 
active until March 30, 1971, 9 months after his termmatlon. 
During October and November 1970, four paychecks totaling 
$1,222 were erroneously Issued to this former employee. 
Three of these checks were returned to the Department of 
Finance and Revenue, and one check was cashed by the payee. 

The issuance of many paychecks to terminated school 
employees could have been prevented If initiating organlza- 
tions had promptly transmitted employment termination docu- 
ments to the Drstrlct's central payroll office. (See p. 18.) 
Delays in the transmission of other payroll documents to 
the central payroll office also contributed to the issuance 
of paychecks to termuzated employees even though the docu- 
ments were not needed by the central payroll office as a 
basis for discontinuing the employees' pay. We noted two 
Pay and Retirement Division procedures which unnecessarily 
permitted the issuance of paychecks to terminated employees 
by keeping their pay files active for extended periods after 
their termmations. 

One of these procedures delayed the deactivation of 
termrnated employees' pay files until the Pay and Retirement 
Davlslon could pay them for annual leave which they had 
earned but had not used. Under this procedure terminated 
employees' pay files were kept UI an active status until the 
employees' leave records had been received from timekeepers 
and audited by the Pay and Retirement Division. We found 
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instances rn which thus procedure had delayed the deactiva- 
tion of termlnated employees' pay files for 6 months or 
longer while the Divrsron walted for leave recor+s to become 
available. 

The other procedure delayed the deactlvatron of the pay 
files of terminated temporary employees. Under this pro- 
cedure the Pay and Retrrement Division did not deactivate 
the pay files of temporary employees, who were orlgrnally 
hrred with speczfic termlnatlon dates, until notifications 
were received that these dates had not been extended. We 
noted instances where the deactlvatlon of terminated tem- 
porary employees' pay files had been delayed by 6 months or 
longer because notiflcatlons that their appointments had not 
been extended were not received and processed promptly by 
the Pay and Retirement Dlvrslon. 

To insure that paychecks are not issued to termrnated 
employees, the District's payroll system should be modrfied 
to provide for the removal of terminated employees' names 
from the active payrolls when their terminations become 
effective. 
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CHAPTER 6 

INTERNAL AUDITS 

An effective Internal audit function provides manage- 
ment with information on whether (1) performance is effec- 
tive, efficient, and economical, (2) management policies are 
followed, (3) applicable laws and regulations are complied 
with, and (4) unauthorized transactions are prevented or 
discovered. 

The Office of Municipal Audits and Inspection (formerly 
the Office of Municipal Audits, Department of Finance and 
Revenue), is responsible for reviewing the operations of 
District departments and agencies. This organization re- 
views pay operations through a series of reviews aimed at 
identifying deficiencies in individual departments, agencies, 
or programs. 

NEED FOR DISTRICT-WIDE OR MULTIACENCY AUDITS 

Although the review of payroll operations on a depart- 
ment, agency, or program level can be an effective method 
of xdentifylng the problems of an individual department, 
agency,or program, we believe that the Office of Municipal 
Audit and Inspection could increase its effectiveness by 
periodically conducting District-wide or multiagency re- 
views of payroll operations. These reviews, when based on 
appropriate statistical-sampling methods, should provide 
for 

--a statistically sound basis for proJecting the num- 
ber of District employees' records containing pay 
and leave errors, 

--a reduction rn the total number of employee records 
which must be reviewed to verify the accuracy of pay 
and leave records, 

--the identification of problems common to all District 
organizations and the solution of these problems on 
a District-wide or multiagency basis, and 



--a systematic basis for identifying those departments 
and agencies which should receive increased adminis- 
trative and audit attention 

NEED FOR INCREASED INTERNAL AUDIT ATTENTION TO 
PAYROLL OPERATIONS OF THE PUBLIC SCHOOLS 

Internal audits of the payroll operations of the Dis- 
trict's public schools have been limited in both frequency 
and scope. For example, a District official told us that 
rn fiscal years 1970 and 1971 the Office of Municipal Audits 
had made only one audit of the schools1 payroll operations 
and that this audit had been limited to those school active- 
ties that were financially supported from the so-called 
impact aid fund (Federal aid to school districts with large 
numbers of Federal employees). A report on the results of 
this audit had not been issued as of July 20, 1972, 

We believe that, to provide management with information 
necessary for the effective administration of the schools1 
payroll operations, increased internal audit attention 
should be given to this area. 

The need for increased internal audit attention to the 
schoolsf operations was recognized in the Price Waterhouse 
study report on the schools* management support systems. 
The report recommended that, to satisfy this need, an inter- 
nal audit capability be provided within the public school 
system; the report noted that the schools were considering 
establishing three internal auditor positions for this pur- 
pose. On July 20, 1972, a public school management consult- 
ant informed us that the school system planned to estab- 
lish an internal audit staff in accordance with the Price 
Waterhouse recommendation but had not established a defi- 
nite target date for this action 

Although the proposed audit staff might be helpful in 
identifying problems needing attention by the schools' man- 
agement officials, we doubt that such a staff would be of 
sufficient size to insure the attraction and retention of 
qualified personnel and to permit the most productive use 
of staff capabilities. 
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We believe that a more desirable alternative would be 
to have substantially increased audit attention given to the 
schools' operations by the Office of Municipal Audit and 
Inspection In our opinion, strengthening the District's 
centralized internal audit organization--as opposed to the 
fragmentation of internal audit activities at individual 
department or agency levels-- would (1) facrlitate more ef- 
fective utilization of audit staff resources, (2) provide 
better supervision and training of auditors, (3) permit a 
more coordinated and better managed audit effort, and 
(4) insure the reporting of all significant audit findings 
to top-levei District management officials. 

Effective August 1, 1972, the District raised the or- 
ganizational level of its internal audit staff by placing 
it within the Executive Office of the District Government 
(See p 33.) 
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CHAPTER7 

CONCLUSIONS, RFCOMMENDATIONS, DISTRICT COMMENTS, 

AND GAO EVALUATION 

CONCLUSIONS 

Widespread errors in the pay and leave records of Dis- 
tract employees had been a problem in prevzous years. Dis- 
trict offlclals had recognized the problem but had not ef- 
fectively dealt with it Measures taken by the Dlstrlct 
rncluded issurng written instructions to timekeepers, stress- 
ing the need for effective supervision of timekeeplng func- 
tions, and emphasizing the need for accuracy in time and at- 
tendance recordkeeping, Although these actions might have 
resulted in preventrng some pay and leave errors that other- 
wise might have occurred, the number of pay and leave errors 
continued to be significant. 

We believe that, If timekeeping errors are to be signif- 
icantly reduced, an effective District-wide monitorzng sys- 
tem is needed to Insure that systematic, coordinated action 
1s taken to eradicate the causes of the errors Such a 
system could, in our opinionr insure that effective manage- 
ment action is taken to correct the underlylng causes of 
reported errors. For the proposed monitoring system to be 
of maximum effectiveness, it should be established, through 
an assignment of responsibilsty, at a high level within the 
District Government--possibly with1.n the Office of the Com- 
missloner. 

RECOMMENDATIONS TO THE 
COMJ%CSSIONER OF THE DISTRICT OF COLUMBIA 

We recommend that the District of Columbia Government: 

--Emphasrze the tralnlng and supervxslon of timekeepers 
by providing classroom training to all timekeepers, 
alternates, and supervzsors and by establishing a 
system to monitor timekeeprng operations on a 
District-wide basis. 

29 



--Decentralize the timekeeping and leave-recording 
functions of the public schools to the individual 
schools to provide more control over these operations. 

--Develop and implement an automated leave-accounting 
system. 

--Modify its payroll system to provide for the prompt 
removal of the names of terminated employees from 
the active payroll 

--Have periodic internal audits of pay and leave opera- 
tions made on a Dlstrlct-wide or multragency basis 

--Give more internal audrt attention to the payroll 
operations of the public schools to provide manage- 
ment with information regarding the effrclency and 
effectiveness of these operations. 

--Have an immediate audit made of each department's 
and agency's payroll records to determine the amount 
of moneys paid out in error as salary payments and 
take necessary action to recover the amounts of these 
payments. 

--Centralize personnel and position control functions 
within the public school system (and within other 
District departments and agencies, to the extent 
applicable) to insure effective control over person- 
nel functions and to minimize delays in processing 
personnel actions. 

--Enforce the District's policy of having paychecks 
distributed by personnel other than timekeepers to 
the maximum extent practicable. 

DISTRICT COMMENTS AND GAO EVALUATION 

The District Government, rn commenting on our draft 
report by memorandum dated May 31, 1972 (see app. I>, stated 
that it found the report to be constructive and informative, 
that most of the problems described were already being at- 
tacked In the District's current efforts to improve its 
financial management, and that other findings in the report 



could help guide the District's improvement program as rt 
moved into other areas in the months ahead. The District 
believed that its strong commitment to strengthening finan- 
cial management, including payroll operations, and the broad 
scope of the current improvement program would insure that 
existing problems were fully overcome. 

Specific actions initiated or planned by the District 
to strengthen its payroll operations, together with our 
evaluations, are discussed below 

Timekeeping 

The Drstrlct's Office of Budget and Financial Manage- 
ment has initiated a survey of all District agencies to 
identify agency time and attendance procedures and practices, 
The Office of Budget and Financial Management plans to use 
the results of this survey to determine specific problem 
areas within each agency and to recommend needed improve- 
ments. 

On March 22, 1972, the Commissioner of the District of 
Columbia issued an order (see app. I> emphasizing to DLS- 
tract departments and agencies the importance of timely and 
accurate recording and reporting of employees' time and 
attendance and requiring the head of each department and 
agency to immediately develop and conduct training courses 
for all timekeepers, alternates, and supervisors of time- 
keepers. The order stresses that it is the responsibility 
of management to insure that the supervisors of timekeepers 
are thoroughly familiar with all the rules and regulations 
relating to time, leave, and attendance and the proper re- 
porting thereof. 

The order requires the Director of the Department of 
Finance and Revenue to (1) develop and issue guidelines for 
training timekeepers and supervisors, (2) provide assistance 
and technical advice as necessary to departments and agen- 
ties, and (3) direct the attention of department and agency 
heads to significant errors in the reporting of time, leave, 
and attendance --with department and agency heads to be re- 
sponsible for taking immediate corrective action. 
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The order req=ulres also that department and agency 
heads (1) conduct surveys of trme and attendance procedures 
and practices wrthln their agencres at least once each year 
to determsne adequacy and complrance wrth polrcres and pro- 
cedures Issued by the Department of Frnance and Revenue and 
(2) keep the results of these surveys on file for audit by 
the Department of Fsnance and Revenue. 

The Dlstrlct, rn Its May 31 memorandum to us, stated 
that these efforts to Improve time and attendance record- 
keeping and reporting procedures would be closely watched 
to insure therr success. 

In commenting on our recommendatron for decentralizing 
to the rndrvrdual school level the tlmekeeprng and leave- 
recording functions of the public schools, the District 
stated that the school system agreed with the concept of 
decentralizing Its time and attendance personnel and that 
rmplementatlon of this concept was expected. On July 20, 
1972, a public school management consultant advised us that 
the schoolsD time and leave recordrng would be decentralized 
by early 1973. 

We believe that the actions being taken by the District 
are a step in the right dlrectron and, rf effectively ad- 
ministered, should result In a slgnlflcant reduction in 
timekeeping errors. 

Central payroll processrng 

In Its May 31 memorandum, the District recognized the 
need for a fully automated trme and attendance system and 
noted that an automated leave-accounting system was planned 
as part of an overall financial management improvement pro- 
gram and that survey work-- which eventually 1s expected to 
lead to system design and lmplementatlon--had been started. 
Also procedures were besng established for ldentrfyrng 
terminated employees and for reJectlng their records from 
the active employee pay files. 

In our dlscusslon of these and other matters with Dls- 
tract offrclals on June 5, 1972, the Special Assistant to 
the Commlssloner stated that meaningful estimates of when 
these system changes would be implemented could not be made 

32 



at that time. He noted that the estrmated time frame for 
full lmplementatlon of the Drstrict's overall ELnanclal man- 
agement improvement program-- of which these system changes 
are part-- was 18 to 36 months. 

In view of the recognized benefits to be obtalned from 
an automated leave-accounting system, we belleve that the 
Dlstrlct should asslgn a high prlorlty to its development 
and lmplementatlon. We believe also that the Dlstrlct 
should assign a high priority to modlfyrng Its payroll sys- 
tem to Insure the prompt removal of terminated employees 
from the active pay flies. Further delays In making these 
system changes wrll result In a continued rmpalrment of the 
Dlstrlct's ablllty to detect and elrmlnate the causes of 
leave errors and In a contlnuatlon of existing condltlons 
which have contributed to the issuance of erroneous pay- 
checks to terminated employees. 

Internal audits 

During our June 5 meeting with Dlstrrct officials, the 
Special Assrstant to the Commrssloner stated that the Com- 
mlssloner was strongly commltted to expanding the Dlstrlct's 
internal audit capabllltles as an essential part of the 
District's flnanclal management improvement program. ThlS 
expansion 1s expected to result In lncreaslng and upgrading 
the Dlstrlct's internal audit staff to the point where it 
eventually will be able to give more audit attention to 
payroll operations of all District departments and agencies, 
lncludlng the public schools, and to make Dlstrzct-wide pay 
and leave audits. 

On July 14, 1972, the Gommmsioner of the Dlstrlct of 
Columbia issued an order effective August 1, 1972, placing 
the District's rnternal audit staff (as the new Office of 
Munrclpal Audit and Inspection) wlthan the Executive Office 
of the District Government This action 1s consistent with 
our longstanding posltLon that rnternal auditors should be 
responsible to the highest practicable organlzatlonal level 
to provide them with an adequate degree of independence 
from offlclals who are directly responsible for the opera- 
tions they review and to insure recognition of the stature 
and importance of the internal audit function in the manage- 
ment control system. 
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During our June 5 meeting, the District officials ex- 
pressed their full agreement with the concept of our recom- 
mendatlons for Increased audit attention to the payroll 
operations of the public schools, for District-wide pay and 
leave audits, and for a special audit to determine the total 
amount of erroneously issued paychecks which may have been 
cashed by payees. They pointed out, however, that the Dis- 
tract currently did not have a large enough audat staff to 
make District-wide pay and leave audits, make a special audit 
relating to unearned salary payments, or give much more at- 
tention than it then did to payroll audits of District de- 
partments and agencies. 

The District officials explazned that District-wide 
audits of pay and leave operations must be deferred until 
the audit staff was increased to the point where it would 
be able to make these audits. We believe that, 1n the mean- 
time, the District should consider broadening the scope of 
Its audits of pay and leave operations by making some of 
these audits on a multiagency basis. Using this approach 
some of the benefits of District-wide audits could, to a 
lesser degree, be achieved by audits which would not be 
District-wide but which would cover the operations of a 
number of Dlstrlct departments or agencies. 

As previously brought out in this report, the District's 
internal audit staff makes numerous audits of payroll actlvi- 
ties on an individual department, agency, and program basis. 
If the records reviewed during these audits were statistically 
selected on a multiagency basis, much time could be saved 
because fewer records would have to be reviewed to obtain 
statistically sound proJections of the total number of em- 
ployees' records containing errors The time thus saved 
could be used to prepare reports on multiagency problems. 
Reports on individual department and agency problems still 
could be issued, as necessary, to appropriate department and 
agency officials. 

In view of the potential benefits to be achieved, we 
believe that the District should consider the feaslbillty 
of starting now to make audits of pay and leave operations 
on a multlagency basis, with the ultimate objective of ex- 
panding these audits to a District-wide basis when the audit 
staff 1s increased. 
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The Drstrrct offlcrals expressed partrcular doubt con- 
cernrng the feasrbllrty of audrtlng payroll records of Dis- 
tract departments and agencies to determine the amount of 
cashed erroneously issued paychecks They pointed out that 
such an audit would be drfflcult and time consuming and 
stated that the Drstrrct drd not have the internal audit 
staffing necessary to make the audit They were In full 
agreement, however, about the deslrabrlrty of such an audit. 

A realrstrc approach to thus problem would be to have 
the respective departments and agencies, rather than the 
Dsstrrct's internal audit staff, make the audit. Under this 
approach, the audit effort would be dlvrded among more per- 
sonnel and the rnvolvement of the Dlstrlct internal audit 
staff would be lrmrted to directing and coordlnatrng the 
audit effort, rather than to doing the detailed audit work. 

Other matters 

Drstrlct offrcrals have informed us that the public 
schools plan to centralize their personnel and posltlon 
control functrons, that the extent to which these functions 
are decentralrzed rn other District departments and agencies 
will be explored so that action can be taken to achieve 
greater centralrzatlon if warranted, and that the Drstrlct 
will reaffirm its requirement for separating timekeeping 
and paycheck dlstrlbution functions whenever practicable 

The District's May 31 memorandum raised certarn ques- 
tlons concerning the reasonableness of our estimate of the 
total dollar value of undetected errors In the Distrrct's 
pay and leave records and the conclusrons to be drawn from 
that estrmate. One of the questions related to the fact 
that our estimate was based on a relatively small sample of 
employees' records which was selected Drstrrct-wide rather 
than by department and agency. 

The sample was designed to develop conclusions about 
District-wade payroll operations, To do this, the employees 
of all departments and agencies were considered to be members 
of a single universe. The sample was then randomly drawn 
from this one universe so that each employee had an equal 
chance of being selected without regard to department or 
agency The representation of each department and agency 
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in the sample should be approximately proportionate to that 
department's or agency's total employment. 

Recognrzed authorltles in statistical sampling state 
that the valldlty of a proJectlon 1s based on the method 
used to draw the sample rather than on the size of the sample. 
Because our sample was randomly selected from the Dlstrlct's 
central pay files, we belleve that our estimate IS represen- 
tatlve of the Dlstrrct's payroll as a whole 

The second questIon raised ln the Dzstrrct's memorandum 
was whether the Dlstrlct's performance in the payroll area 
was any worse than that of other large cltles with comparable 
numbers of employees We do not have lnformatlon concernrng 
the payroll operations of other large cities. We believe, 
however, that, regardless of the problems of other cities, 
the District should take all necessary steps to reduce errors 
rn the pay and leave records of Its employees and to keep 
these errors to a reallstlc mlnlmum. The Dlstrlct, in Its 
May 31 memorandum, agreed 
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CHAPTER 8 

SCOPE OF REVIEW 

Our review was concerned prlmarlly with the procedures 
for accumulatrng and processing time, pay, and leave data 
and the controls for lnsurlng that Dlstrlct employees were 
paid correctly and that their entitlements to leave were 
computed accurately, 

We reviewed procedures and controls In effect during 
the period January 1970 through October 1971 and made a de- 
talled examlnatlon of the pay and leave records of 100 Dls- 
tract employees for calendar year 1970 and the leave year 
ended January 9, 1971. In addltlon, we reviewed the 1970 
pay records of 59 selected public school employees to whom 
paychecks were Issued erroneously, 

Our review was made at the Dlstrlct's Department of 
Finance and Revenue and at selected Dlstrlct Government de- 
partments and agencies 
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Government of the &strict of Columbia 

TO 1~ Wrllard L Russ 
4ssLstant ii~ector 

Department, Executive Off-be 
Agency, Of&e Budget and Flnanclal 

Iilanagement 

FROM 

U S. General Act 

Comer b Copple 
Special Asslsta 

Offlee 

Date MAP 31 1972 

Illayor-tommz3slone'r 

SUBJECT Comments on the General Accounting Office Audit of Payroll Qperatlons 

At the request of Mayor Washington, I have rcvlewed your draft 
report, 'iContlnued ITeea To improve Payroll Operations of the District of 
Columbia Government " Tbls memorandum presents my comments. 

An general, I found the report constructive and lnformatlve. Iv,ost 
of the problems described are already being attackea In our current effort 
to improve flnanclal management throughout the D~strlcf Government. Other 
flndlngs In the report can help guide our Isqprovement program as 1t moves 
into other areas In the months ahead. in my judgment, the city's strong 
commitment to strengthening financial management, including payroll operataons, 
and the broad scope of the current Improvement program will ensure that 
exrstrng problems are fully overcome. 

Before commenting on the mayor weaknesses cited, I wish to discuss 
the valldlty and rellablllty of error rates and associated dollar amounts 
quoted 1n the report. 

An extremely small sample of payroll records was used in calculatzng 
probable error rates, and the results derlveo from the sampling teahnlque may 
not be applicable for all city programs. As a result, any conclusions reached 
on the basis of the sample could prove rmsleading. 

[See GAO note ] 

It 1,s our Judgment that the District Government's performance in 
the payroll area 1s no worse than the performanoes of other large cztles 
that must process tens of thousands of payroll records. Large and com@lcated 
payroll operations cannot be completely error free. We are comrmtted, however, 
to keeping errors to a realistic rmnlmum, 

The balance of this memorandum describes how the city government is 
moving forward ln the three mayor improvement areas discussed Ln the report, 

WE 
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APPENDIX I 

1. Inqrovlng record hleplng and processing of payroll documents 
at the agency level 

The Office of 3uaget 21x3 rrnaaclal Management 1s conductrng a survey 
of all city agencres to ldcntlfy agency trme and attendance procedures and 
practaces (Th e survey form 1s attached ) From the survey results, the 
offlee ~111 determrne speclilc problem areas wlthln each agency and wKU. recom- 
mena needed Lmprovemerts 

The Office 1s also planning to direct District agencies to conduct 
trarnrn& qrograms for trme and attendance personnel to help ensure uniform 
a~1~1~xLor -I? stanaards and prvcedules throughout the city government. This 
~%lm 1111 deel ti-tn the report's flndlng that agency personnel are not 
ru;ilclentlb famlllar with time and attendance regulations and procedures 
,n qcldltlon, this Office 1s developing more detailed guIdelInes for time and 
ctLendance reporting and training. 

This improvement effort ~111 be closely watched to ensure Its success. 
ri Jlou may be aware, the Mayor recently issued an order concerning the develop- 
ment of various agency tralnlng programs A copy of the Commxsioner's Order 
1s attached 

We recognize that organlzatlonal changes are needed In the payroll 
operatrons of the D C. Publrc Schools. As you are aware, the school system 
does have quasi-Independent admlnlstratrve control over its procedures, 
Xo\Iever, the school system has agreed with the concept of decentrallzlng its 
time ant attendance personnel. Iqlementatlon of this concept is expected. 

/ 
2. Strengthening central control over lncomlng time and attendance 

~nformatlon. 

The District Government recognizes the need for an automated time 
and attendance system, \drth predetermined central controls over all lnformatlon 
eqterlng the payroll system and with the capacity to remove from the active 
flies records of terminated employees, An automated leave system 1s planned 
as part of the District's overall flnanclal improvements program. Currently 
underxiay 1s the survey worlr that will lead to systems dessgn and eventua1l.y to 
systems implementation 

in addition, 1 x~ould like to point out that current payroll procedures 
do provide for p:edeterruned controls over all payroll lnformatlon entering the 
payroll system Procedures are now being established for ldentlfying employees 
In a termlnatea status and forre:ecYxng their records from the active employee 
pa) files. These changes ~111 qrove the quality and accuracy of the payroll 
irformatlon 
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3. Developing the capablllty for Dlstrrct-IMie audits of payroll 
records 

The Dlstrlct audits time and attendance records for each agency noW 
through the regular audit process. Because of the lack of adequate resources3 
a District-wide payroll audit cannot be considered at this tme However, we 
do agree with the concept. As we move forward with the flnanclalmanagement 
wrovement program, resources VXU. be redirected to other asslgnrnents. It 1s 
antlclpatea that addItIona efforts will be directed toward this goal. 

Moreover, the automation of time and attendance records will greatly 
facllltate a District-wide payroll audit while ellrmnatlng the possibility of 
many manual errors. 

In summary, I beLleve that the current Mprovement effort will over- 
come the existing problems 1n the city's payroll uperatlon. We are comrmtted 
to reaching the goals of the Mprovement program. We shall keep you apprised 
of our progress. 

Attachments 

GAO note Comments pertaining to draft report material revised in the 
final report have been omitted. 
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GOVERNMENT OF THE DISTRICT OF COLUMBIA 
- 

ADMINISTRATIVE ISSUANCE SYSTEM 

Commlsslonel's Memorandum 72-21 
March 22, 1972 

TO Heads of Departments and Age 

ORIOISATOR Mayor Walter E Washlngto 

bl RJECT Time and Attendance Report 

The Dlstrlct government 1s presently engaged In a 
maJoy effort to improve Its financial management systems 
and operations An extremely important operation wlthln 
the overall flnanclal management system 1s reporting of 
time and attendance for payroll purposes The accurate 
and timely reporting of employees' time and attendance 1s 
a responsiblllty of management and 1s as Important a re- 
sponsiblllty as any asslgned to management Inaccurate or 
erroneous reporting of time and attendance can be extremely 
costly both to the District government and the lndlvldual 
employee 

The problem of errors In time and attendance report- 
lng 1s not a new one However, despite numerous past 
efforts to resolve this problem, recent studies of payroll 
operations by the D C Department of Finance and Revenue 
and the General Accounting Offlce lndlcate an alarming 
number of deflclencles In the time, leave and pay records 
of many Dlstrlct departments and agencies Most of the 
errors are clearly attributable to the lack of supervlslon 
and tralnlng of timekeepers and their supervisors In these 
matters 

While the dally recording of time and attendance of 
every District employee 1s necessarily delegated to the 
lowest possible levels of each organlzatlon, department 
and agency heads cannot divorce themselves from the re- 
sponslblllty to assure that such recording 1s performed 
timely and accurately by thoroughly tralned time and at- 
tendance personnel Also, since supesvlsors at all levels 
within each organlzatlon are responsible for the accuracy 
of time and attendance reports of employees under their 
supervision, it is the responslblllty of management to 
assure that they are thoroughly famlllar with all of the 
rules and regulations relating to time, leave and attend- 
ance and the proper reporting thereof The task 1s compll- 
cated by the numbers of time and attendance personnel and 
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by the recorded high rate of turnover of such clerks 

In view of the foregoing, It 1s essential that 
speclfx new guldellnes and procedures be establlshed 
and carefully adhered to by all departments and agencies 
In order to effectively control this problem on a con- 
tlnulng basis in the future This is a significant part 
of my commitment to zmprove flnanclal management through- 
out the Dlstrlct of Columbia government 

As one part of this program, therefore, I am asking 
that the following actions be taken promptly 

Department and Agency Heads shall 

1. Wlthln 30 days of the date of this memorandum and 
at least once each year thereafter conduct a survey of 
time and attendance procedures and practices wlthln their 
agencies to determine adequacy and compliance with 
polxies and procedures issued by the Office of Dlstrlct 
Accounting, Department of Finance and Revenue 

2. Malntaln on file in their office for audit by 
the Department of Finance and Revenue copies of the re- 
sults of surveys of time and attendance procedures wlthln 
their agencies 

3. Immediately develop and begin to conduct training 
courses for all timekeepers, alternates and supervxors 
of timekeepers and shall continue to provide such train- 
ing at regular intervals hereafter All timekeepers, alter- 
nates and supervisors of tlmekeepers must receive a mini- 
mum of 4 hours tralnlng in time and attendance procedures 

The Director of the Department of Finance and Revenue shall 

1 Develop and issue guldellnes for the training of 
timekeepers and their supervisors and provide assistance 
and technical advlce as necessary to departments and 
agencies. 

2. Direct to the attention of the department and 
agency heads slgnlflcant errors in the reporting of time, 
leave and attendance and it shall be the responsibility of 
the department or agency head to take immediate corrective 
action. 

EXPIRATION DATE To be replaced by a future Commissioner's 
Administrative Instruction 
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Date 

TO HEADS OF DEPARTMENTS AND AGENCIES 

FROM Office of Budget & Financial Management, District Accounting 

SUBJECT Survey of time and attendance procedures and practices. 

Please complete the following survey within ten days of the date of this memo. 
Send one copy to the Accountrng Division, Office of Budget & Financial 
Management, and keep one copy on file In your offxe 

4 

5 

6 

7 

8 

9 

10 

11 

12 

13 

Total number of Agency employees regardless of funding source 

Total number of Agency Timekeepers ,Alternates ,Supervisors 

Are signature cards on file In the offxe of District Accounting, for all 
current tlmekeepers and alternates? 

Has District Accountrng been Informed as to Inactive signature cards? 

Does each authorized timekeeper have a copy of the February 1971 Time and 
Attendance Handbook issued by the Pay and Retirement Division, Department 
of Finance and Revenue' 

Does each authorized timekeeper have access to a copy of Chapter 12 and 
supplements thereto of the D C Personnel Manual? 

Are tlmekeepers preparing the Leave Control Record suggested in the Time 
and Attendance Handbook? 

Are periodic reviews or audxts made of the timekeeper's or alternate's 
procedures and accuracy? 

Are all employees informed of correct procedures and obligations concerning 
time, leave and attendance7 

How are your employees informed? 

Is formal training on the maintenance of Time and Attendance records given 
to timekeepers and alternates? 

How many timekeepers have received this training? 

How many alternates have received this trammg? 
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14 How 1s this training and Instruction accomplished? 
- 

15 Are supervisors provided tralnlng to enable them to properly admInIster time, 
leave, and attendance? 

16 How many supervisors have received this tralnxtg? 

17 How 1s this tralrlng and lnstructlon accomplxhed? 

18 How many hours of lnltlal training and lnstructlon are each of the following 
given? Tgmqkeepers I Alternates ,Supervisors 

19 Is this traxnlng continued on a perlodlc basis? 
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PRINCIPAL OFFICIALS OF THE 

DISTRICT OF COLUMBIA GOVERNMENT 

RESPONSIBLE FOR THE ADMINISTRATION OF ACI‘IVITIES 

DISCUSSED IN THIS REPORT 

Tenure of offlce 
From To - 

COMMISSIONER OF THE DISTRICT OF COLUMBIA 

Walter E. WashIngton Nov. 1967 Present 

ASSISTANT TO THE COMMISSIONER OF THE DISTRICT 
OF COLUMBIA 

Graham W. Watt Jan. 1970 Present 
Thomas W. Fletcher Nov e 1967 Dec. 1969 

- 

OFFICE OF BUDGET AND EXECUTIVE MANAGEMENT (note a) 

DIRECTOR 
John Ingram 
Hurst Sutton 

Jan. 1971 Present 
Mar. 1969 Dec. 1970 

DEPARTMENT OF FINANCE AND REVENUE (note a> 

DIRECTOR 
Kenneth Back Mar. 1969 Present 

aThe Offlce of Budget and Executrve Management and the De- 
partment of Finance and Revenue were establlshed pursuant 
to Comrnlssloner's Order 69-96, effective March 10, 1969. 
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Copies of this report are avatlable from the 
U S General Accounting Office, Room 6417 
441 G Street, N W , Washington, D C , 20548 

Copies are provided wlthout charge to Mem- 
bers of Congress, congress lona I committee 
staff members, Government offlclals, members 
of the press, college libraries, faculty mem- 
bels and students The price to the general 
public IS $1 00 a copy Orders should be ac- 
cornpanted by cash or check 




